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[Mnewcomb. hing Of “he traditional actouating controls 
name CONTEO!S ccordinating authorization decisions with 
cperational effectiveness and e2fficisncy forms an inter- 
locking system of internal controls. When applied with full 
Management support, this system will substantially mininize 


the potential for misusé of gqeovernneant resources. 
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. * 
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found widespread, similiar, and orzvalent Fiaraancial control 
weaknesses. The GAD believed that these weaknesses 2xist 


throughout the Government sinc? the cperations reviawed 


ib 


Tepresented a cross section cf ths major activities carrisad 


Oouct by the Federal Government. The report ended with some 
generalized conclusicns, which may be summ2ariz2i as follows: 
1. In many cases, the aqenci2s!' own proceliure manuals or 
regulations implementing Staniards published by 
Treasury anc GAO) svecify th2 controls issded, but the 


controls had not been intorporatsi Hieo tisGae 
offices! day-to-day operations. 
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DaeeebetLence haS Shown that constaat vigilance by 
Management is necessary *O i1sure continued effective 
Sepesat.on Of LHternal centrols. 


ca Dex Gect cost due tc weaknesses in internal controls 
are not individually large, Oe J2useslgjnuitican= wren 
projected Geovernment-wide. 

u, Weaknesses in systems of internal toatrols result in 
micecn=ats eceocund=2rq EECOrds, which produce erronesus 
eee eee a eles 25a Tananici al @2sc2 3298s. 

pee ca2lures to Centro! financial operations reduces funds 
otherwise available for operating agency programs. 

See SELTOnIGcr measure are neeiei te bring about lasting 
mie OVeNehrS cO ene SYS=enms SE tntsreal convrols. 
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Resuits such aS these nave created 2 resurgence of 
mmpnesiS On Systems of internal controls. Mace Ob GC Sia 
Manacement and Budget (0MB) has ceiterat2i and expounded 
Meereche Bucget end Acccunting Procedures Act of 195) in 
Maes) Number A=123, dazel 28. Ictober, 1981. 
Directives such as the aforamentiored have cumulated, 
resulting in MCO P7000.88, which lirects ths establishnent 
and maintenance of adequate internal control systems in the 


Marine Corps by 31 December, 1982. 
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Be FROBLEN 


Unlike the rest of the Marine Torps (which has central- 


(D 


mzeaq Conttacting/Purchasing Offices), the Fourth Marine 
Division Using Units are normally isolated fron procurement 
PPiooeGe, “scessitating the use of indepenizaat purchasing 


as, the petsonrnel chartged 


Ut 


Bese MASP on «he unat. In most 22 


hemor fhe purchasing duties have Little (if any) prior fanil- 
[meweecy Wael one proper peecedures. This is sipported by tne 
last three summation anaiysis EevDOhesime of <LbSSect lors 


memeweotsa by the 8th Marine Division Sunply Inspection Jni+ 


Meer gj she period of 1 November, Dos awaeemie = — 15. ho say, 
1982. peewee ee Of 2hSSe SUMNMGs ton Teperes skinulated that 
Mem @eOglLaphic GLspersion of Subordinate unztts and lack of 
Meme DEOX' M2 EY =C command and support f3asiiities afs 


Meeweristed Ehe mejor contributiag factors £2 xcted discre- 
fiamee=s' 8 PR2t. 72 De Sj, [Refs 3: p. Fy {Ref. 9: p. 5). 
Though the expertise needed for anusual proolems is avai- 
maol= =hrough a phone call, day-to-day purcaasing trans2c- 


Lo 


(W 


Mrons must be performed at the using unit lev 

Heemery Ol Us oem (effective 31 December, 19382) requires that 
an adequate system of internal coatrols ba implementsi by 
Management to help curb fraud, waste and abuss [Ref. 2: p. 


9]. This requirement has created an ardudu= ‘*+ask for the 


Mesenasing Jiricer of £he Using Jnit, since h2 also normally 
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has ieeci > pricr experience fot) pEoODs 2 DucGhsas2 ng 


proceiures. 


we RG oOeARCH OUESTIONS 


ees wee D5Ocesures that shoulit d¢€ utilizes for stitective 
Mmeerte al contrcl, little guidances is given 22 the adminis- 
Seeet_-V¥e procedures or the development of administrative 
Sonctcr ol Ss. pcg TOUehy pe nr the  Purchasiig Officer has 
Mere DELO purchasing experiens:2, even the accounting 
Meeeeiures [an becom] cumbersome. Li “he Purzthasing Officer 
Meeecmeege Sf e2eeave an the completion cf cth2 Cirective to 
efor snd “mMerntain an adsqdate systen of internal 
MOMrclls, Bemus. fave 2 Well Tsveloped concept of the 


necessary requirements. 
ime POLlLOwing questions will have 4a difect 2ffec= on the 
Mmiecnssing Jificer's ability =o understand th2 requirements 


q 
needei for an adequate system of intemal controls for his 
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S needed prior to control davelopnent? 


2. What ire the mandatory control requiraments? 


eee where Shoulda control emphasis be plascsi? 


fe what reSeractions should be places a7; COneso 
development? 


ey 





5S. What 25 the purpose of administrative tontrols? 


6. How is administrative control accomplisied? 


7. How should the final system of internal controls be 
impienented? 

feiow 2S the System Of internal controls efEectively 
maintained? 


Peel UR POSE AND SCOPE OF THESIS 


Meee thesi= will attenpt <co establish a generalized 


wie) Soh 5 5 ee ae fee < 8S Ba & ee (ax! — Sls 5 ~ —~ * eae 
moma 2 On «43tO facltiztate the formnzilizing s& a systen <3 
- fy mesa a F mm A “A be De : 5 Aé 3 A ae 
Meee 8 ConeaOis 52 Gav-=o-isay opesatiorzl odurchasine 


Mecan=e Division. 
ine wercame Corps Purckhasiag Protedur2= MWanual (CO 


meee oOL 155) jis highly infcrmativ 


(p 


ndecetat lsd with Pespsce 
MempEsoer AaccOUnting procedures and offers some reliez to 
Mrenvdzstticult purchasing vrocess. ties Chesisewil! conmsenq 
meee Of 2imingstrative controls, which fr>2cus on ascer- 
tairing the need for a purchase insteali of how the purchase 
ime actOompl=oshed. Thies wali, facilitate ths oroper utiliza- 
fens 2£ Lunds chrough more complete and acrturate criteria 
mor DUTChas> authorization. Guidance will also be provided 
memasiO0 f£OcusS on the apodlicable ascounting procedures and 


methods that are promulgated in MC) 242)90.155. 
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me METHODOLOGY 


An extensive review of SueGens i J2Eesrature on the 
requirements for an effective system of internal controls 


Mee Ganauct=da. The litereture sarv2s as the 93S8Sis for zval- 


ses ~ ~ ~ = fess de ~ +n - - 
Mee2nr the strength and weakniss of the “ek Merine 
Memeo = Cliges” Lawetnal cCcntrtol orzftlis. Paes isr SS 


~ = we de 7 +o = ; a) = iW - += a - ~ am 
Meee s Tie 2xXDeLtlse that was once held py tais author tares 


Years ago as the Officere-in-Charge of the 4th Marine 


Division Suppiy Inspection Unit, phone conversations were 
Memdisted with the Marine Officer currentiy holding thnat 
same billex. Relevant documents supplisi sy the currant 
Spee ces -an-lharge wert 2xemninec. Dita es BP Shoe nd Git ozs 
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ambiguity were discussed vith 
Meee oG-=f—Chasd> Of the Insosttion Unit to confira of 
@@rbest the author's perception of the intent sf the appli- 
@meacol> Order or manual. 

PR] CuESent and pertinent nanuels ani ord¢rs were 
Seeascned Via the publication saction 2¢ th2 Marine Ttorps 
meqd==-+ics and Suppor* Base located at Albany, 3Ssorgia. 

Chapter II presents the generalized requicements for an 
adequate system of internal controls by offering an approach 
to th heuristics of develooment, ilevelopmant requiremeaats, 
techniques, and the implementation and naintenance reguire- 


ments that can be used by the Pursthasing Officer. Chaptes 
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a suggested generalized 
utilized when the Purchasing Officer is 
a 
Le 


Se ahnternal controls for his using uni 


an explanation to the potential problems 


dasign bas= that 


should be 
tallocing a system 
Sea OcsSrE- iV -OLeESrs 


of implementing and 


Maert2lnang a system of tnternal contrels. It also suggests 
a methodology hat can be used *0 16€ai with these potential 
problens by shaping the lmlementation and maintenance. Thea 
ote! chanter will summrize this thesis and ovorasent 
concluding remarks. 


20 





EB SYSTEM JF INTERNAL 


fee 686 RLULTERTA FOR SYSTEM DEVELOPMEND 


Mew ec PE Seteco sinvVOmAecd an iéeéveLroping an “ootinai" 


System Of internal controls far axceei the current capa- 


ry 


ijity of management science. Because of the iivergencse ind 


EF) 


(p 
() 


Mebieccaye.¥ Of the tactors that -2fluence soitrols, manage- 
ment must use its best estinatSs as tO whather a certain 


Meee oleewa!l OF Will not be incdradtated ints the ultinate 
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The process of developing internai tontrols is ained 


+o arrive at a satisfactory level of assuran 
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Memeortance of the organization. iH dwever, it is not econom- 


ical Oz necessary cee arrive at 13)% assurance. 
Consequently, the limited +ime 2 manager can devote to 
Obtaining a desired level of assurance must be spent on 
Matters of importance and substazce. ime “ern used “eo 
describe this segregation of what is inportaat and what is 
Mees) FS Mate tia 


, 
er Ne mtn ee S 


a ee ee em ce 


Ss te i Soa 4 0 - one ae 
at. au. mt ‘ 5% pan, } P 2, I ug 
‘ ee eee, L art. o e A at 2 
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"When generally expressed, 
understand. However, 


cult iue to the relativity of the t3rm"” (Ref. 


JTS aeornplLS concept £5 


aupiicam101 of the Concept is diffi- 


me Po 33117. 


The environnent (both internal and 2xternal t5 the organiza- 


mon), the sbjectaves of the Organization, 3 


mrerarchy concerned with the 


Beeeocs in <« 


2 Se oe 


Manager 


Poi 1 ae Ons 


Same sompany sees i+ as less than 1% 


= 


O@per2-=4ang bidgqet end deems it @s inzon 


S2Ci=ernet 
=~>y wr tb 


a 
Neer he 


mn 
have experienc 


Wwisdon (or 2rror) of the judgement 


Gases then become the building biocks of a 


mmpcoved, and integrated materiality concept 


346}. With experience as the key and judden 
Mee gquanwirtying the experience, guiies can b 
Specific management positions throagh soms 


guidance that can be disseminated to a larger 


dn 
Y 


end tucsnoverc files for the next iirdividual 


mae p>Siticn. 


a2 


viene level of 
> ail pertinent 
2knesses. Mae 
99=Sibly have a 

he is highly 
KScutive of the 
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Whether the manager has 2xperienc2, hace policy 
guidance from the previous manager, has guidance from nigher 
authority, or is just left holding the 52g, h> must draw the 
fine for materiality. 

A well-developed concept of materiality is required 


when evaluating weaknesses in a process bein Sere one 220, 


4 
in 


apa a SS 


t— 
ip 
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Otherwise the manéeger will be mixlLag tne 


my 
(v 
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of 
{2 
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(rs 
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cr 
pv 


tion with iaconseauen 


materiality process. Remeron c== 05 Gop pe NS T2195 j$Eactors == 
the magnitude and rrsaquency of Ozcuerence Of tne Iisk. Pac 


Mitede.-3de" .S pnesSica:ly the estinated 2nount of potential 
Mees Crom ¢ach occrrence. ieee BOS dUehecy Of SScurcercs" is 
See -i1er2ning. Meg em, Une teow, faccOrS Pill express an 
Mexposute™ rate ro= some set time trame. [R2ef. 2: encl. 2, 


Suez W2thout lcoking at both asp2sts of the 2xposure rate, 
one would o¢ evaiuating control dsavelopment upon isolated 
BGlasnts vice the total effect. 


Much iLike materiality, cisk assessnint+ is a juige- 


Men=~ call. Whether one uses past experiences as guides or 
pulls 2stimates from the air, 2xpa sure rates nust be given 


Semgs-isration in the development of intzsrnal tontrols. 
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Once the material weaknzss2s have been identified, 
the manager must decide the most sost-affective alternative 


to employ. Since the cost of controls can be? estimated with 


a fair degree cf accuracy, it is basically an ex¢ercis2? in 
Memiesci nd Viible alternatives to solve the orosblem. However, 
fee et TSC lV Srescs Of cach alternative control could agaia be 
based upon 2 manager's speculation. A managir must conbine= 


way that bast supports the objectives. Tae Aide F2asales 
Bumemtd Lepra Sent @ StSp Cisser t) the desired otrformance. 
Wea ee ere apa tySiS i5 @ good asorsa¢ch in @he 
peeeonmDt CO JDclmi ze che projected teasults 2sf 2 control. By 
SeinaclanGg the benetat that is dsftivei fron ach proodsed 
Memeral and deducting the control cost, Vo Ira bee Die eo 


compare ali the controls since th23y are ali based upon the 


Same scale. 


BY analyzing the interaction between th2 srocesses, pts- 
ple ani environment in the forn of attrisutss of p 
mome=, she CUETEert State of the 2fganization is inferred. 
ies cOmparison of the organization, the objectives, and the 
desired results will lay the foundation in ths developmental 
ions should be 


Mmmm ce lMat> GeciSion criteria. S3aneral au 
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G@encrol. Somemecrt= the more 
pealtows: 
ies tees econtrol compatible wit eho Se gGanazation, 


people, procedures, and processes? 


2. Does the OmrroOleettack ths potentaal cause and nox 
£ 


tne effect 


I Q 


meewees the Conc=o! reduce the potential of and/or flag a 
SGnai mat ner occurrence Of AN @r=or of trregularity? 
Pees eS SEN GOhtzO1 SOS tT -Sttective? 
men 2cCUMULaTi1On of acceptable controls will form the systen 
Waach again must be evaluated, but 25 2 whole, with gues- 
Sicons such 2s the following: 
femeecenm tis Geea resulcing fron the svsten (whether feed- 
oem ete SyYGe-N Ga TesUl=s cl ENS tliasackions) D2 
readily evaluated into useful and understandable 
infommation by the end users? 


Peis che information adequate to base aesdaed decisions 


uoon? 
faoes ene 2ntcrmation fulfill both mandatory and 
desired requirements? 


gees s WGC enone -b2nage and long= 
- 


WQ 
10) 
i4 
@m (dD 
.Q 
wv, 


5. Does the system help maxinize the atilization of 
resources to the fullest extant possibdls, while minin- 
meLng the Cost? 
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After implamentation, the accepted syst2an of internal 
controls will be constantly revis2i using th same process 
to improve weaknesses discovered and mandatory changes from 
higher headquarters. The ultinat> results should be what 
Management has determined as being reasonable 2Ssurance chat 


— <2 owe OP eee Se em a a oe = oe wee ee wee re OP a oe 


the objectives of the system are being accomplished. 


Pee KEQULREM ENTS FOR AN ATEQUATS SYSTEM 


e 


Weetccwen ©ceCndS “are feguictsed during all stages of 
Bees SYStem cl internal controls. BSCulet et eon Of > che 
Megect VES tevelop the basis and reason for the systan of 
Meer tt: CONTrcls. PeegsisneG Sf Sas sSVstsm 2llows for thse 
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Seeeemaaldizatzon of the controls, wh: implementa- 
Meen 2nd evaluation of the systen. Pacum=antCatwon is 2150 
required to promulagats any and all changes reguired fron 
weaknesses liscovered during the ct2visew process. Finally, 
documentation of compliance increases the confidence level 
SeemasoUal Utiiization of the system, and alinias to, if aot 


designates, the individual(s) responsibls for errors and 


memegularities. [Ref. 2: p. 6] 
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Focusing the development of controls is established 


by the docunentation of objectives. Formulating objectives 
depenis upon the organization's policy statement, any iden- 
Seel=ple peculiarities of the organizatioi, weaknesses 
@2scovered From past experiences, and a@esitabie specific 
Pasposces. Pico cues OT CON Eos | SeSSC UCD ohese ob jSsc- 


tives shouli produce any mandatory information for manage- 


ment and higher headquarters, and 2cheive ths issired lsvel 
Beeee= == OLEMeI CS ih the Lulfillment »£f all duties. Ret. UT: 


pe 124] 


See cue eegNaAL CONTROL TSCHNTQUSS 


fimeneaevelopmnpgtithe 2ntemmeal control (s) for a particuler 


Ox 
(D 


objective, there are twWo basic techniques that can 


employed, waich are as follows: 


These controls ate primarily used t> discover the 
Beewerence 9& srrors and irregularities after they occur. 
Although these controls are necessary t0 helo 2lert manage- 
Meme ot ineffective preventative controls on 2 timely basis, 
they deter individuals from making 2rrors 2ani irregularities 


only to ths extent that they fsel detection will be made. 
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Pee ndare> ery CONtaabUtesS tO prevention, but lacks the 


reinforcement of the other technique. 


2. Prevent 


= BE ee eee 


This technigue directly ijleters individuals from 


making errors and irrequlariti2s. Unitks detective 
controls, tnese con*rois are designed so is to reduce the 


Mieeontunizcy tO COMMIit errors and conceal irregularities from 


the day-to-day operations. hides ontaely, SCo1tiscmatio 


U 
Ft, 
rey) 
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Meeventac.V¥a cor=rol might detect nencompliance, changin 


mie control to a dual-pursose devices. Ref. 5: pe. 89] 


mee Ce ve teopment Of Dreventative controls is crutiail 
meme adequate systen of intermal conatrols. Along Wack 
Propss procedural methods and mne2sures, sptctiail emphasis 


ee oe paratzon of Dutves 


Proper development of tiis key raguirement will 


reduc 
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MrcEPPSCWmbl@2ty sor enhecentional irragularities, and 


Metentsaeonzil errors by the cross-checking of pert: 
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ct 


Meeerma-ion by other individuals within 


ct 
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Do 


te 


12 transact 
=LOW. Duties such 2s atleassSi2 2nG, making payments, 
auditing, issuing and receiving, et2., should be considsred 
when deciding the appropriate duties +o separates. (Re hs- we: 


pe 6] 
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De Access to Resources 


By authorizing a limited numoer of personnel 


access to resources, responsibility of @rrors and irregular- 
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ities is also narrowed. The mor2 piiferaol= the resource, 


wy 


mee more restrict ve the conttol snould be. In cases such 


MemGasn, Ofriy cre serson should b> cesponsioal=e so there is 
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Meees=, Such as decumencts authorizing he us= or dispos: 


; 


Meee =OUccss, Should be linzted c5 those directly involved 


mee che trensaection process. [Ref. 2: pe 7] 


Ge eenicthore2 a 10n 


Mm@evyo Sse Culd ever cecids to relinguish any s€ chair decisioa 
Making authority since it is the b2st control nanagement has 
Mpeeen= Status of day-to-day operations. Ato GZ aclOn 250m 


someone not completely indoctrinat2d in both the short-run 


and long-rua needs of the organization can at the very least 
meauc> the potential for optimai utilization of resources. 
ANY Operation that is not in some #aay authorized by manage- 


ment is an open door for fraud, waste, and 2abuss. 
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De LNPLEMENTATION AND MAINTENANCE 


i up2rvis 
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Management's participation will greatly deternine 


mmendegqree to which «he system of internal controls will be 


actively impienented. Soc Mio is Suleeev¥isi on will help 
Bseur= that apnvorevec orocedur)es are followsi. A ROL 


—=> on = oe 2 ow ~S a 


femesce Veness OF “he proc siures ani results, aad +9 continu- 
ously update the system. lec enc : Powe Cals DEOC=ss OF 


1 review would be eccomplisha2d using the same forxrax 
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Reascrablie care snould be take. to assure that key 
personnei have high standards of iategrity, and are comnpe- 


Meer ia eCducation, training, ani/or 2xpsrisnce #9 ascu- 
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Meee. Y accomplish their assigned duties. Peers ‘Showa 
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Memento retain =his competence through continual education 
fme@ectoagnang in ordez t5 keep abreast of current trends and 


mmeanoges., ({Ref. 23 p. 7] 
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3. Proper Execution and Recording of Iraasactions 


Transactions shall be recorded as 2 
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ted, when 
executed, and in accordance with the proceiural methods and 
measures as specified by «he systim of intaraal controls +o 
effect timely and accurate results. S00 eh -ecks should be 
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Meee cieial se tect cf “*#he contro.is = ge el One She ees ced au 
Eas SS = Seen een a oe > - BS _—=_ ~~ tee! 

Seemed Errsect. ite euwpemee oO lees SS S20 pat aae2al strean- 


exceraal inspectcrs cannot understand the intent and impact 
Seecn] O©Ganizaticn and its objectives as wsll as personnel 


Pabtacipating in the day-to-day operations. 
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The following generalized design base has been developed 
Peete o ls tete the Purchasing Officer's task 3f *aitlotiag 2 
[eeestOeOnMtscecrat cCcentzols fOr Fis unit's day#®o-iday 
Meenas. ng Speracionrs. The aspect 3£ "day-to-day" should be 


pomee=s2d) since She inzent is to iisantiftvy th= processing anda 


Beecceitres required on a récurriij and continuous basis. 


Mmeeeregic=s7erts <haet are acconplishei only once {95 at 
Meteeeseiccn}) W..2t not De incluiei as omErt si this 32sigqnr. 
Peeves y One Shodid nots that the frequency of periornance 
Semone 25 20% Steen wert" ech «Ot th2 MigsecaaGe 37 5 


o 
2 
D 


requirement ard apoiica! Gompeesis chould p= adaveloued ror 


eeepeespects Of purcnaéSing that warrant their jisvelopment.} 


Ae vYURCHASING OBJECTIVES 


jalnoysh 


Standariizing objectives for all pot 


RY) 


Pe econe ungenoues 


(D 


MidreecOUuid COnNIrTOnt che using units of the Yth MARDIV is 
impossible iue tc the variety of their missions and loca- 


tions. However, some generalized »abjectives ar 


(D 


applicable 
for small purchase functions accomplished by all the using 


units, such es those that follows: 


G2 





1. Access to purchasing documents and resources should be 
eCen= soi lea. 


Pec UGeieeen+  Guinas should be aveiiable to cover the 
obligation of the purchase. 


method »2btained, gquan- 


3. The type of goods or Services, 
when to buy them should be 


Mises, PELGeS, SOUlcCe, and 
properly authorized. 


jo Baa adjustments nos covered by tke <Laltial purchase 
submission should be properly authoriz:2i. 

Peer Urcrases Should be acquires] through th appropriate 
SQurce= 

Me Weoecn2ses should te properly classified inte the 
appropriate method. 


Ene ecess ~C [ece*ving shoulda be limite2i ts those iniivi- 
duais concerneda. 


meee GOOdS and services received shouid b2 accounts] for 
properly and on @ timely basis. [Ref. 12: pp. 20] 
meer P4200.15E spells out the exact accouating controls 
Mandatory tO accomplish small purcshasés. Bleeiaceouns 2g 
memes tlS ats not enough to ensure proper utilization of ths 
using unit's resources. 
The Purchasing Officer's function is muca nore than an 


eemeneri Zing Signature and verification of proosrly processed 


oes: 





purchases. Since it is seldom that approved funding is 


retro wentercr ali needs GF a@ Unit, his decistoens of what to 


buy and when to buy have a direct in 


th 


L on the effec- 


iD 


ro 
ty) 


ke 
tiveress ani efficiency of unit. To complicate matters, 
requests ar? staaqgered over the 2ntlire fiscal y2ar and de2ci- 


Sions are made net always knowing the future requirements. 


Meson Oi. eceguate Lirtorm@a tion and sevaluatior, less than j2si- 
Meol= results couid be produced. Though avalusztion deoands 
upon the Purchasing O2f2C2e's judgenei+, properly 


~ s e + 


eee ueted adNinisttat.ve controls can do nuzh to fazili- 


tate that judgemental process by itquiring ussful decision 
mmeOr Na =icn. oes oem User A2anhansSt>ative control 
MeeorM2t.On are és foilowss 

ede he 2 D2C. CE the net? on unis sifectivensss? 

MEGice > the 1 mpect CE Zhe 1224 On unit 2itactency? 

fee Nhat LS the impact without the nezdi? 

4. Are there alternatives to thes neel? 

5. 5 the need mandatory? 

Gem 2S =zh2e need cost~-beneficial? 

7. j%Can the neec be delayed? If so, aow L913? 

8. How joes the need compar: ZT) oth2c actual and 


projected needs? 
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Seta eo eet tectemor the need on the status of funds 
if approved? 


The end result should be the bast attenpt possible at 
mene=ving the ulcimate objective 2f “tha timely and proper 


Mecl2zatcion of funds when accomplisaing purshasess." 


Fe = ~~ acy ay vm » ~ - a x « S| aay 
Great care should be +taxéen when essigning individuals 


tf 


pmeerus ead with controlling funds and/o r2so.urces of the 


Marine Corps. The inditwiduels casser shouli have denons- 


Be2ng oS rocmed. 
1. staaderds g& Conduct and Dity AsSSigan22zs 
Personnei represenzing th government in business 
M@eee=-ncs with industry are in positions of jravée respo2si- 
motaty. Moe NGGUPegemnerning but Eka hignes= degree of 
Sorauct, MeGmoe ZOU Ion requires that indottrination and 


MerenoOoCTLENAtTLON aS to the Standaris cf TCondur+ be condurted 
every March and September. The purpose of tat standards is 


Pomclifiinats the potential of comp: 


" 
O 
= | 
} i 
W) 
} Be 
is) 
OQ 
rey) 
~~ 
Qu 


embarrassing 
both ihe Marine Corps and Marin Corps opsrsonnel due to 


eerie: OF 2pparsnt conflic Of sia Crests. AcGep tance OE 
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gratuities, feesonesnestleeng 22 personal profit either 


Merectiy oz through financial int 


() 
ry 
iv 


Stcperogeaay (Otnes-ectual 


or apparent influences which reduc2s strict impartiality is 
prohibited. Though there is no way of ensuring compliance 
with the above requirenent, appcuuwer hy inde vrdwals with no 


fete capDle JucSide antserests OF associations would at least 


Meee che CDScentliel. f[Ref. 13: Chap. 4, pp. 3-6] 


Purchasifg may be segregated into three main func- 
fers Of administrative processing, SurVorlzZaci on, and 
receiving the requested purchase. S-lazaeloe Of ire 1u0ty 
Meee en 25 eee Of tne TUnCt (ors helps i> saiteguarta the 


c SG 
— & ef 


D 


meee’ S rescurc: 


~ 


t 
( 


meecrasing Officer is accompiisi2d by the 4th MARDIV 
Memmend=ng Geneztal and the adninraistrative processing is 
ieetiaiiy accomplished by he supply chiaf, +t12 oniv postion 
[eet tO pohiecr is the receiving sf the requested item(s) or 
Services. 

fit tS SiWigeested thet =he eraquestor of the need also 


Memen> Lleceiver cf the purchase when it is actually baing 


physically obtained. Poo welhowsstOL che Vetitication OF 
the serviceability and qitability of th2 caquest before 


actual acceptance. Though confirnation is 29% always needed 


(especially if the request is commonly known or an industry 





standard), many mistakes can normally be corrected prior to 
meceptance. HOWever, VeTification as t> the aathenticity of 
receipt should be made to prevent th2 potential for 


eollusion. 


or s2fequarding the 


tis 


TAS mandatory detaiied requiréensnts 


MMoeSst Lund are specified in MC) P42)0.155. Along with 


Mate 2G.Viduai chezged with custoiy of the funds will have 


Beedaec OlGers COuULG De impssperiy utilized i access 
Memenese itdstms is net centrolied. Meenous 1 /-=a2 pUschase 


Meee es N2d0tiabls only arter 2n authorized signatire, 
Beeeotance Sf fraudulent submissions by public sources of 


Supply may sompromise effective utilization of resource 


(p 
Gi 


One 


damage the 4Yarine Corps! standing within the community when 


payment is denied. A@@essmmcto SNbeCiase Oristrs Should be 
mei -2d <O Crew ruUscracsing Officer and Administrative 


Processing tlerk or Chief. 
Peek Or accountability for purchased itsms can also lead 


to potentizl piiferage. Receiot of an item does not 


om 





Sonst cute 2 completed transaction. Peover > ~and tinely 
recording of items purchased shouli be verifi=2i. 
[eee cCURCHASE REQUEST DOCUMENT 

Mameer rst Teguiredpedninistr2ative » t> purchasing is 
Mme et cnasS= Requas- Docwmea=™ (P29). M60 942)).155 dirests 
Seeeeie 2. Mem Lhaetsmaclon LTSqulremesnzs on 22c0h 2f these docu- 
ments. eer eee 2tOn Nei ps 20 SSuablish 2 fitm founda- 


Pim o=min= accounting CeCn=rolS in ths purcazsing proc 


The minimum requirements answer the "what" ani "when" of 


* ay ’ - , 
PreOOS5S4 Diurecnase, and aliudes to the "where" and "how! 
Biece@ese chouid be acceonp iished. 1OWSVe Sesh = mr er ns 
-_ ~ o- = ca] -_ =~ ~ —_ a u 4 —_—- -= me | = 

gee = 2 NajoOr COnS*a=remion itn the ultinasaiea G2cisis 


if 


2 os {= q a « ® 2 be < s 
mae Durchass mS HS SOM NS -rative 


( 
(2 
O 
3 
«1 
ry 
U 
t 9 
ee) 
wr 
b 
i 
ct 
O 
oe) 


ny. ig 


Meee rt acquire the information orisr to the decision. 


S$ does rot lease neat she PUTtyaastnd Off: 


Moca NSen chat the "why" is required to:mak2e a practical 


Mer rstOn. Figure 3.1 iliustrates the impact of “why” on the 
Mecislon. 

Tnsugh the example is exaggerated and ovacsiaplifisi, ic 
Shows that though the requested aeed was the same, the 
actual need was considerably differant. If further clarcifi- 
Cation (which should already known by the resquestor) was 
added <~o the PRD, PieGeeSOtrden= TOC nasi for inguiries. 
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Madit2:oOnaliy, there would be dsdcumentation that would 
support every purchase made. (This process would also work 


for services.) 








t 1 
| 
| Three units have submitted purchase request documents 
Mee Lhelr respective Surckhasing S€ficar. Tae inforna- 
fees oe CF seach i= simitat and =he itefh being requested | 
eee Cee oeeacet. )6LOUWwWeveS, the rhy' 1S not on Eke | 
Merete quest and some fcurther inforcmztion is rejairted. Fhe | 
Meee es Of a sample incuiry proliuces the following; 
Utell oS Ger wLgGerator LS en authorized piece | 
Cee -GU-DMen= and tS necessary fot ths ruifili- | 
i ewer Orne (T2sS10r, wiisca 15 EOood s2rvice. | 
pemeeieeece 7s Oh = fet mogerazor TS a Local allowance | 
{ zt2m and will be used to store small batteries | 
| (-Qaeproberly ch= soca ness) of 2 2Afantry unit. 
| Pee Otis Det =LgGetetor 1s 2 local allowance 
Sem cemeeded £6 Stet] Eiln bought 12 oulk by 3 
{ Weer Wer = NesS2on Of Oroz Oo S=Cconnaistsancse. 
Lu eae <a> aa emer erens can ane eects cer eS reETane SURES. nD GEEEDeNS cas ewremnens cus can am ae aeeee eres aanene-ae cmon am oe ae em wes em am een oe oe ae 





prgare 3.1 PoE even OF Swart ON 2, PURCHASE DECISION 


Pmomgiiecnios sinter mation links the operational procsss 


Mou Closes purchasing back tc the dperational process? 
PR2=)purchasSing process results in some sort of physical 
Supplies or services. The safeguarding of these results 


would clos= the purchasing process into the operational 


process. In short, the item(s) or services received were 
utilized for their intended purpos2s. Mee, hes 1s ast 


BS 





PonemoOrtn Ol Inn pitang request, if is just documentation of 


th 


nN 


pte 


Ormation that should already be known. 
Figure 3.2 iliustrates the prooosed PRD. Meveatangat ory 
entries required by MCO P4200.15E have b2en annotated. 


mimemmom Clar&eicetion of the exhibited PRD information is as 


feeee i= em/SeErvices Description. sx2guired antry which gives 
SU ein ses Somes et ery G€eSSr io c2On of “he request. 
Specit:cea- ems cf item(s) should Sole  f5Om, che 
dence. Ga=amon List Fim when applicabls. Otherwise, 
ebe@enysice. and fumetional characteristics needsi to 
axpress the minimum requir2ments of the request shall 
femelle vis XOuacmec. §f Ret. 13; Chap. 7, p. 5] 

Pee COUrcCS oOo: Weed. This gives the authocitrative allcw- 
Sisco: Gop'icable. (The T/E GAMCHN, taz local allox- 
ance, CGueotew= Of 2° 1/75 Hing Loam, cr describes 
WeeT eT it iS an operational, admiatstrative, = 
Reese eG Expendable itsm, are 411 e@xanolss of saunols 
Seas, } Pemenou et = 2eo spate Weethitr ths t#2n has 
Sweet ove=c FRC cle wmotorais cfScently due tc the 
Segue =2@r Of 2h 2nvestigjaclon cr due to inaventory 
shortages. Any additicrmei tamaztks that help ciarify 
the need sneuld be annotated. 

Pee PoELority/Delivery Date. Reombomed Se2nt cy Wwoich Sspsci- 
fies the UMMIPS pricrity ani/or the r2aquired delivary 
idueeoee, (| REL. 13: Chap. 7/7, pe 5 } 


feo Pectal Shipping/Marking Instructions. Required entry 
Seema yr RG any SPsCial packajing, marking, or handiing 


Mitcrmsicclors. {| Ref. 13s:a@hap. 7, p. 9} 


Se Impact if Denied. This supports both the need and ths 
priority specified in the aforementionel requirsments. 
Tt also qives the Purchasinjy Officer valuable deci- 
Sione-naking information, Ssuzh as the impact on thes 
Wai S ertectiveness and -e2fficiensy, tzompliance wit 
Mandatory requirements, ani the effect x1 normal oper- 
eee ues Dabs 1722's. 
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PURCHASE REQUEST DOCUMENT 





ITEM(S) OR SERVICES DESCRIPTION: 











SOURCE OF NEED: 








PRIORITY/DELIVERY DATE: 
SPECIAL SHIPPING/MARKING INSTRUCTIONS: 








IMPACT IF DENTED: 





Beare seUn SIGNEGURE SSE CT ON DATE 


CITATION OF FUNDS: 
APPROPRIATION DATA: 

ESTIMATED COST: 

RECOMMENDED PURCHASING METHOD: 
RECOMMENDED SOURCE: 











Bree GUC STs CR 5 eee DATE 





PURCHASING OFFICER SIGNATURE ce A TE 





DOCUMENT NUMBER: 
PIIN MUMBER:. 
PUR CHIEF SIGNATURE: _..  eeeeeesesesesSsSsSsSsSsSCs‘( (‘ COC; ATE 











ITEMS (SERVICES) SUITABLE ANO SERVICEASLE: 











REQUESTOR STGMATURE = ree DATE 


PLACE COMMENTS ON BACK 


Figure 3.2 PURCHASE REQUEST poco4ueNT 
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UP 


ais 


2: 


Requestor Signature, Section, and Date. This speci- 
fies the who and when of th request waich begins the 
time frame for judging the transaction timeliness. 


G2caci2on Of Funds. Requirei entry that specifies the 
availability of the funds at the time of the request. 
(Purchasing is aczomeleshed utiicziag thie OSC 
wppeooriation, 2710 subhead finds.) F Rot. mess «6Chap. 
7, De S] 
Poe tegerec2 OR Hewes. RMeGUIbSs: Ehtry Tnaat cOniirms that 
Hheetype Of funds the aemount was citsd from is the 
Pyipomeate peeve Oe WS=G UR pescessing 322 approved ORD. 
[erecummtos "Chap. 7, Pe 3 ] 
Sstimated Ccst. Cis wee (hacer deta ts the decisidn. of 
the Purchasing Officer by sastimating the amount of 
punes Chat wili be devier2d iue +> an approved 
Mulbeeease LE .O> CO approval. Pew oo 256, Stave 3573 
Caiweeo s -O nels Stop a pOtracial over-sbligatiosai ot 
funds 

Poeemnenhaes Purchase Werthod. ee ee pC Ovi d= fhe 
Purchasing OMT 2C Cr pen] Face Use eo voc2a7 hs DUrScAISe 
method Pewon co) 2 h2> adm pms trative «s«ork needed to 
accomolish @ purchasing methoi (This is especially 
useful when more than one mathcd is available or the 
amount is close to a monetary limit «hat, if exceeisi, 
would be inappropriate for tha method chosen.) 
Recomnended Source. Reqgusi2d eWeeey tveat alicws f9£ 
verification of the source of supply. Any deviations 


from nandatory sources shoulil be brisfly stated 25 t9 
MicmerrMmoniZeG@ sr2aqSOn ECE circumventiag the source. 


(Since some exceptions do not raguire statements 
explaining =the reason, this ie haa is documentation 
EMtcemisi pS establish a bette> audit trail.) (Ref. 13: 


Ciep. 7, Dp. 5] 


Purchasing Chief Signature ani Date. Traces the tine- 
liness of processing the purchase riqiest document. 
(Especially important on high priority c2ques<s.) 
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3. 


14. 


iS 


lee 


7s 


Purchasing Officer Signatur2 and Date. Raguired sntry 
that authenticates the authorization and gives the 
effective date the preparation of the actual purchase 
may begin. "Denied" should b2 annotated in the signa- 


EVGemplOCK £Ch Nomeeorroual, §Ref. 133 


Document anc PIIN numbers. The docun2i1t number is an 
audit control number that traces th2> i1tsm(s) a5 
services purchased HNCLL “OEOpST Ly accounted and 
recoried or cancelled. (Expendable supplies are prop- 
BeeveaCeOUMted (FOr U0Sn ESCsiD= by rcsyuestor.) The 
PiiNeaimbe= ess  Simelaz, “Sx5>sp% Lt traztss g¢he actaal 
PUBehase —GCGlMentS Ulcl le Comoletiosn of cancellation. 
Pree trs pg esas. Slon@<usre ani Date. Maeoches Verurei- 
G@atson eS ic ihe timeliness Sf processiig the request. 
(The juizan date on the docuaent number should natch 
Pivemaate G2 ~he Siqnatuse.} 

Items(s Or services r2ectived were suitable ind 
ecervirteable. This verifies that the rassivied itzents) 
Se ese evaices ieee ted “ene Boo MGstenss § Of tae 
Seqgues oir. 

Comments on back. Mme  —shouid speciiy sneculiarities 
of ths purchase such as the sv¢ecitic B2A call number, 
MicmeleGcmment=acsen Of ali “gral quotations, or ani 
unusual problems encountered juring the purchase 
precessing. AG@aue Zonaliy, any Sspeciiic information 
that aelps to establish a batter audit trail (such as 
the geéenerai contract number for 4 isliver Ob1S5) 
Shouli be annotated on the back of the PD. 


This PRD establishes basic and sor2ly needed administrative 
Meera is and builds upon the accounting csontrols of ‘the 
mame@ecory (4CO P4200.15E) PRD. By iocumentiny the confirazna- 
Meenas the timeliness, need, benefit, ani receipt of each 
Piechase, =he PRD is utilized more 25 a s2ntral control 


documenz than an initiating request. Ali major stages of 
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the request are acknowledged (in writing) ody the individual 


charged with performance of that requirement. The audit 
ail of eac purchase becomes mor2 definitive with little 
additional effort, thereby reducing the potantial for misuse 


of resources. 


Maiemicee et Ves oEOCeSSI Ng Of 2h A2ppDrOVS1 PRD cannot be 


Meee O= Ned WetnoOur @ daSstetmenation sn the ssurse of supply. 


M'serasing Gocuments are determinsd (9r tLinited) DY» tae 
eleessDCliate source of supcly. MG9eteo 2). 15a DS SSCTi bss 2 h= 
extensive mnandatcry and sugqgéestei sources t242* should bs 


_— SS SS et = = 


Pedesaleonppey  schedWles sre listiags cf contracts 


established by GSA every year of selected items. These 
contr2cts nave che advantage of 3sononies 2£ Scale Since 


they're utilized DOD wide and ars the prine source of supply 


when applicable. fends temveiisdge SE ros iSs9stipulated ior 
each scheduled iten. However, overriding 2xreptions to the 
schedules apply under certain conditions, which ar2 as 
foliows: 

1. Delivery Requirements. ieee Seaced Islivery pet lod 
Sector Somes 2) 2Sxcess Of Faquitements and no relief 
Seems ep eed bY ethe Spolacable contraztor, another 
POUlrce of SupplmCan be Bougit 
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Pee AGeecstapaiaty Of Similar tLitem({s). Wien SDecL fic 
item(s) are required and *43 FSS lists similar but 
unacceotable mandatory item(s), a statsnent as to the 
reason must be forwarded to the Tomalssioner of GSA 
for approval prior to purchase. 


3. Emergency Requirements. In energenty situatisas, 
-tem(s) can pe bought from other scurcss ae Sup ly. 
Eowever, a statement as t> what prompted the circsua- 
ome =o Wil epee Orwatded £9 the Comaissioner of SSA 
wathin 15 days. 


fee ceurchases cz 350.00 or isss. When, Sbaisss ats under 
fil omienmine tametatzon, the scheculss are not manda- 
POevewudectnen SOUSCES Of SUDO LY can D2 SduUght 1L= dre 
ScOmem@eacal, tO process. (Ho@ever GSA Stores haves 42 
herent Mm OLaGer Tequirement Or 525.J)0.) 

See Jutsid] Corus. Poscmapoly Ollveeeo tn= 2xXteng thats gba 
geograpnic area WS) abinies! 0s, vel Say eae applicable 
GCnuLkS=s Cc: . 

mee ce xkomum Order Liniltetlior. Oeiean cen scit! = will Sst. pu 
BaTomeye MMAX NUM SGHCEer guans=ity zlicwsi. Fhis @yp2 of 
eee OuNcrOulNG be Ears SiLncS contract quantities 
nsually are sufficient for nost user's needs. car 
never-the-iess, aS an exception Zoe valid 
sequmgeemen.s. [ Ref. %732 Chap. $S, pp. 5-18] 


Close adherence to FSS is guired to oromots futurs 


r{ 
(p 


Sen ~racts placed by GSA. Without utilization, the econsnies 


@eeescale orinciple will fall oy the wayside. These 
@Memerac=sS serve iarge geographic2l areas ini though the 
price may d€¢ iéss in some ar2as, tha ovecali area the 


Bemeract Setves will be at a pris? equal 2 or less than 
most local prices. Mom the St e1son., DEtecomEs MOt a Valed 


Beeson fOr Sircumventing FSS. A small saviags *o some units 
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Can eventually add up to a larg= price loss t> DOD in the 


morm O- higher contract prices in tie long ru2. 


2. General Services Administration Stores Depots 


zi tc FSS, the GSA Stores Depot also us¢s the 
Beeromies of sca Beare ipl Howe Vou, LtSeRa ICE 2Uunction 
Ber, uost units are th Need cory SSEnviecss Sete rscis For 
Mewere- ence, Lede ©, réeheabiiivatioa, and reclanation. peace! 
eee Sr regional offices, the vast majority of units aust 
mew). z2 the commerical sourc as) sD eclipsed 23 ‘che “Gud a “So 
Beuss=> of SUpply and Service." qTowever, the Purchasing 
Mewes ShOuLid veriry tne applicability of the nearest 


peeriomrets | <ol Goh S<Ob2S UuSaj2 inclide purchases 


Mes= than $25.00, unacceptabl= ialivery dates, and all 
subsistence and medical items ander Diese — COGMEZance., 


Meree. 152 Chap. 5, pe 23] 


All Federal Prison Industries and nost Blind and 
Severely Handicapped-made products are avail2zole through GSA 
B2Ores. fewe Vem ce Olt Chasing dls ectly Eton FPI or 354 is 


= 


determined to be practical and zconomical by ¢th 


(pb 


Purchasing 
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Meries=, 2c shold be utiizzed. Onse this jestision has been 
approved, the only exception that should be applied is 


PeeemwWety t2@e cCestr=ctions. [Ref. 13: Chap. 5, pp. 27-30] 


i LOCAL Semaces Of Supply 


aqaect 


(i) 


TMination or whet is deemed the Minimum practical and 


economical ovurtchase through othar sources has already o2en 


deternined, Stereby “Slime mes2gJ DE&Se= as an exception. 
Local procurement shculd be used only after all alternative 
sources of suppiy have been determiaed to be inapplicable or 


inadequate. 


Meme Ceteoon Of ~h& proper sourte cf supply can 0o 


(hb 


oo illic 


s 


Seeeeemely GlLtricuit <9 implement into day-to-i3y operations. 
Figur? 3.3 has been developed as 2 workabie guide that can 
meen ttt ace che verification of approprizts sources of supply 


Somprisance, The extent of utilization is dapandent upon the 


Purch2sing Jfficer's judgement. 


Pemourd De nOtLec that thsre 2s 4@ daninating excep- 
e10n that applies in most instances, which is the Delivary 


Time R2quirements NO ons can filly predict j she needs of 
the future. HOWEVEL, =ends in 2xcestiv>e utilization of 


short delivery Deprods Should be Scrutiiized by the 
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YES CONTACT 
DIVSUP 







SOURCE OF 

SUPPLY [5S 

DELIVERY 
ORDER 





YES 





CONTACT 





at DIVSUP 





YES SOURCE OF 
AVAILABLE SUPPLY I5 
USING SF149 CREDIT 


CARD 
Le \ conTRACTOR / 


POL 
REQUIREMENTS 


NO NO 














SVAILABL YES YES 


THROUGH 
FSS 


NO 





a 


K 
ACCEPTABLE 


NO YES 


EXPLANATORY 
STATEMENT 10 






EXPLANATORY 
STATEMENT TO 
COMMISSIONER OF 
GSA PRIOR TO 


COMMISSIONER 
WITHIN 15 DAYS 








SQURCE OF 





APPLICABLE 
CONTRACT 
















SOURCE OF 
SUPPLY JIS 
GSA STORES 








SOURCE OF 
SUPPLY IS 
FEDERAL 
PRISONS 
NUSTRIES 






SOURCE OF 






ACCE SSABL 
LOCATION 





Figure 3.3 SELECTING APPROPRIATE SOURCE OF SUPPLY 





Purchasing Officer in attempt to curb futare usage. A 
little trouble-shooting could reveal poor planning at the 
section level, excessive losses 9f nissidi essential or 
important items, or even a Purshasing Clerk attempting to 
follow a path of least resistances by exclasive utilization 
Se Local sources. SQEEecCTIVEGE SCEUON 2% Ths SOUDCSmor the 
Meeol=a mo. Only increases prodec oserationii prscedares, 
Pies 2nNproves the cverali unit creditabilicy when usiag 
Besetlictive delivery requirsments of cther soxurce of supply 
Beceep. .cns. 
Pie peCsmmUraimed =o) Of che SSurces 32 supoly is 

Meue than a Violation or Marine Torps Directives. It is an 
Memerea l= eiGlc.Chati cCoSe Of EULITeS coReTasis that 2tfeckt 
Memes DOU due =O Zhe tack Of Deing adie to LwDLement |e2999- 
Memes Sf Scals tO its fullest potential. 
feeesco LD SCrING THE PURCHASING MeTHOD 

Reman cases, the source of supply will require the 
meme zataor Of 4 Certain plrchasing method. fhis is not the 
meoe wW2-h local sources of supply. Meme, Fs Cons: ders bie 
cverlapping between a BPA, PO, and the imprest fund. A BDA 
memset bOngly suggested for filling anticipat24, crepetitive 
needs such as hardware items. The purchase oriar allows for 
written specifications and/or more than ont islivery. The 
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mipg@ese fUnd 2S a Simple mecthad for routin2 items rot in 
Seeess Of S150,008 Which method saauld be us2i? 

MZO PU200.15E gives mandatory usage i121 only certain 
cases. The final decision on which methoi should be used 
when overlapping occurs d¢pends on factors such as follows: 


1. Which method is mandatory? 
Soeeo st 


SS eouecpeeaons,. = PO world 


Pa noe) LOCdaasOULrce 25 ~he Most S>Ononical? (An iteén 
under an established BPA nay not bs the besz buy 
within the Local sources of Supply.) 


Bee NQtch Method .2S =h] most practical? Col] Spor ve— 
tions could neccsssitete the UeemenzactiOn: ©. the 
AMpresc func metacd.} 

Meet 22cn Mewsee 1S the most economical £5 process? is 
_<olpiec McM—e OD = Cheever 2EO0SSSSenagmeosts or +he BPA 
Sen foe fe me. 100d. } 

Sees ths Mernod accertable <> the Ilocal source? (An 
exampie might be the acceptznce of only cash at 23 
Local source as the method of paynent.) 


Meegee> 39.4 Pepaceeseh]e author's Hntsroretationr of the intent 


Ba 4CD P4290.15SE as it applies ¢ 
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determining the @DpErsp sate purshasing Moencd:. Phas 


Meex-COp precedure is not totally mnandats 
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Beace limitations JES Struct s2=4 [AW M=59 POZO. 452. 
Meee t, g2Letal utilization of the chart should facilitate 


the selecting of the appropriate method. 
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NOTE: ALWAYS USE THE SF149 CREDIT CARD FOR POL REQUIREMENTS IF APPLICABLE. 
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Figure 3.4 SELECTING APPROPRIATE PURCHASING METHOD 
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CALL 
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It should be remembered that the purchases accomplished 
with the locel sources of Supply have a mnaximum limitation 
of only $3000 per request unless the supplier is und2c 2 
current delivery order contract with the government, as 


outlined in the aforementioned sources oF supoly section. 
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[i= UlesmMate Preparation and processing of purchasing 
Mecim=en=s iS, a= the very isast, tedious. Aith all the 
Meee ac2cnis required for different purchasing azthods, it is 


Meee 55S Ccont=ingexrcy into considarcatior. TQOwever, che 
mememewSnG GUEStTZO“NS SnoulLeG Se ansssareaq along #ith serczinsnt 
B@eeee ots Stiaulacea Win <h= OLVSUP inspection Checklist 
Moeerg the Weegee On lem ef= SOTEESDOndLag  ouUrchasing 
method. All questions foliowing that io not have an answer 
Peas esnould be Euliy researches? in 4CO P4¥200.i15E. 
1. %Impeest Fund 

Wee LS the PRD completely filled out? 

2. Are the specifications relatively simpl:? 

fee DOES Behe purchase require one delivery and one 


payment? 


oe) 





Are the item(s) and/or services available within 30 
days? 


Can vecurring requests b2 handled tarough the BPA 
method? 


Is a subvoucher number assijgaed and anadtated on the 
PRD? 


MeacmeneoCeemes Tehdersd prapstly aennzotated with the 
SToOUeewecCere n,n and SeLier'’s name and position? 


DO individuals authorized to nake calls have a speci- 
Pa VOodmleotlareameunt Jimitet: 529 that they scan place? 


Does the supplier have an up-to-iate 1 
VWidiomeuthonbmzed tO place cails»and ¢t 
Geueen amount Jinttation? 

Do receipts tendered show the fcllowiag? 
a. Suoplier's Name 

5. BPA number 

c. Date of the call 


d. Call number 


€. Total list of items(s) or services furnished 
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Be OUCm@Eaemes, una = praces, and discounts 
g. Date of delivery or shipment 


he. Name of individual placing call 


Does the supplier submit at lL2ast a nonzthly summary of 
all deliveries? 


the BPA contain tne sioplement <= 
Sans -mmeryecCO POZO 0. lang, Cabs 0674.177 


~ - . 
=~ wr 


aa te ee eS Se oe 


EeUUSGies2 2] accemp’ished by wtilizing th «RO 


x =~ = a ASS —— sex; ~~ /_ Pa am ~ — a fey a By Vt! f 
Wa PECS Coe se mouc os oNSeCnaSes 22 SXStsS of $507.00 
~ A - 2 oat -_ ‘cy 

Tem@eua ee On = se oack Of =the PP sD? 


Are purchase ord Bencoteote Oc ODSeriy and “MAN MCO 
0 


PpaZ00. lor, Dara 


RECeWEetech SOllCLe ations prepare] whsn: 


cio cet aroa ? 


rh 
cy 


eco. 26£5S are Outside oO 

Deco ena Speci tical ions are involvei? 

7 ercwmOcCmaUiNnees ot stems @52 =n 2 single proposal? 

d. Oral quotations are not considered 2t9nomical or 
possible? 

Are the required clauses insludei in ti2 PO to cover 

the following? 


a. Unpriced orders? 


Sh, 





Peeves ors on auantity du> te unit of issue or bulk 
quantities? 
ee Al epieraedeecal Subseription s? 
d. When supplies ar¢ ordered on cther than F.0.8. 
destination basis? 
efor che humane Slaughter of livestock? 
ee ASvditecced by ©he Cemmaniant of the Marines 
Goepe “Code Pey ? 
4“. Delivery Orders 
Weise 2n> Pad compietealy E£iiled out? 
Multeeres 2 Veny | Crders £illei out oiccarly and LAW ACO 
Pie ou mis para O63 1.3? 
Pee dV dbes= GeSiqnass«G if writing t> Sign 25 the 
Oeeoni od Ole 2cer? 
Peo Cee Lone NG THE SYSTEM TO Be Ia PLe ENDED 
The responsibility of an adequate systen Of internal 
Semrral GestS Upor the Purchasing Jf ficer. PaetetOre,) sone 
Syscen tc be impiremented must be idssigned to fit his parti- 
cular needs at the unit. Us sai et tas. Of Dertinent 
personnel, the requirements and n2z2ds of the unit, and the 
Pevewlavdidity of the sources of suposly ali inoast on the type 
of purchasing that must be performed by the unit. Though 
femeO=ceCSsalri ly ak accurate forecast, historical data can bs 
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invaluable when ascertaining the strengths ani weaknesses in 


the current purchasing process. Te taveteteor the arsre= 
mentioned deveiopment methodology s2ction could reveal 
potential problems or weed out unnecessary trivia. Bie an 


mae efa, there is no absolute system of 2aternal controls, 
and the Purchasing Officer must dJetermins wnere banafits 


~ 
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(Dd 


ae | mam sn ‘7 ™ a 
beta] -— 
Pod aS) cS L 
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The ability to successfully implement a systen of 


mean tne amour> o£ Bestomweie= tO Changj> snicowun=sreq. 
Resistance +o change can he overt (ideliberata resistance) or 
Sever. (pesietance due £O Otner Lastors) [Ret. 14: Pw. 378]. 
Though deliberate resistance can be identifisd and dealt 


Sieztence 


Meer aS aporcopriete, covert © 


( 
tf 


Cy ~~ “ a Lees ~ © ae om ¢ 
meea= fy ani eliminats. am ¢xanols of covert resistance is 
Fl 

mance Oral fixaticn. 


Psychclogists have found that thers appzars to be 
Peinmeewteman G2xe710on'™ an most human o222¥i0r in 
WO2CheLMe person attaches a neaning =3 a title or 
abject and is unable to ses ailternative neanings 
or uses {Rer. 15: P. 194}. 


[amsnott, che incividual conscisusly or subconsciously ises 


not recognize the change due to his past 2xperiences ard 


M9wovescome Lesistance t6 chany3, the Purchasing Officer 
meee Carerull shape change implementation to fully insti- 
Miremh=2ded internal scontrois. For this reason, this author 
suggests using the three phase change process elie 


Mites =SZing, Change, and refreezing" [Reaf. 14: PB. 380}. 
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The first two phases can be accomplished through an 


education and training session given to all participating 
personnel. The “unfreezing" is showing the need for change. 


This snhtalis an explanation of how the controls will affect 


t 


Gecision-making, the processing of purchais2 transactions, 


the directive requirements from higher headyuartters, and any 


ve} 


Bom smObeeatengs 2 <The SUCTSHS purchase 
BPeocei ures. Grange’ 2s Wrren accommo. sicc "Waercugn ja 
Meee tsd S¥plametion of the néw procedures 2nd controls. 
meees}ii intent of each control shouid als> b2 exvdlained to 


emphasize the importance of the shanages. 


ie ies Puese OL 'nerreezing"™ is accomolished <hrough 
fee GSs= OL cognit*~ive disscnance. 
Ceghitive dissonanc2 can be fa2n 2S 4@n antscadent 
Peete WE Ch ea GS 2G SS-kVity Crientsi toward 
iisseonance reduction just 2s hunger leads to 
me Aye criented BOWwaerd hunger ESaue caen 
rete ios P. 23]. 


Mercev>s SUPSEVIS:0On “wall act as a cognitive dissonance 


enc .1e¢ thraugh the follow-ups that conZirn ctompiiance with 
@ewlLy instituted controls. Suboriinates 13% wishing to be 


5 


Memetoansead With non-compliance by the Pursaasing Officer 
femereserave tOWala ClosS attention to the system of internal 
@enctrols 

Active supervision will do asdre than jast communicate 
the requirenents established by tha Purchasing Officer. iea 


effectively utilized, Mewly acquired behavior becomes 


9 





permanent, 


thereby offsetting 


ene Leg@=ssston toward ths 


: 


a 


2 eel 


pattern of behavior after the pressures toward change are 
relaxed" [Ref. 14: P. 377}. 
Be. MAINTENANCE METEREODOLOGY 

Perea Ve sueervictO2 2150 SOEKS 25 2 methal1 Of naigieaiaina 
Miewstatus Juo compliance once {he oa*herns s£ behavior nave 
become? permanent. Howevyes, th2> eotality sf the purchasing 
Peec@essS saQiSCAY.rcnhmSnt are fot Static ani changes wili 
Seer. foe ee on Pa - = Ge becing pe; sonne!, sources 3: 
SINCE y, fodaer reaiguarter's directives, Mece iS Oly p= aie 
mee o> TSclizt=ted, changes are insvitapis. 

Mime PemecONeeLUOUS Sea Ve Dot seascneble assurance thax 
gee sV¥Seam CH interpai controls is aasqguicts, Corsets 
internal review is required. (ie Or =-700).33 ‘cegquices an 
eneerial control review at least biannially.} MCO P700)0.88 
has conceptualized the review into iour general steps, which 


The 
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as fcllows: 


Define 
Develop 
Analyze 
COegeet 
19@W aspect 


=X. S cam 


al ele: 


ennai contzol ob }e>t 
MicecrnamecOriEr Oo. da cunentavion. 
SQusring sintornal controls. 

def 
aaa 


of evaluation and correction 


System of Inter ral scontrols 243 
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Weaknesses 


ives ani oarameters. 


MenenGres 2 eXlsti ng Lht=s=tnil contfols 
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out aS a integral part of the Mecevab Ge VLewW 9 process. 
Though all of the aforementioned thesis information still 


applies, new questions should be raised during this review 
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He 
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process. Part cf internal review is apieee ye =O. 1OSK in 


retrospect and make assumptions on the present by avaluating 


meempects  thererors, much of the ilrection of the questions 
Memeet £OL tats SVaeitiaetion abe b=Ssi tison thos r2sulzs of tne 
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PEEcCeCnPE-Ners= ¥= Listing Gl S2mpl= questions for <=he 


1. Purcnasing Request Document 


etme cen (s) ana/Ccr SEnrvicss requestei part of the 
funded budget? 


b. Were exceptions tO ne atocemention 
= 


aeques<i Om ase 
endungh in priority to warrant a rape 


WS Ca € Zea one 


|= 


Sets Uumies Deing propeTriy utilized? 


ivecmcOs¢ CS-<iMations reassaably accurate? 


e. Ara requests handled in a timely fasaion? 
Eee oeSeCauests Doing Splat t> fulfill actual needs? 


Sees monmenr Notwce delivery Jates actually required? 


is 
ts 
(D 


he. Was the item(s) and/or services received suf 
POET She needs? 
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ae 


izZec 
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Solse= or Supp Ly 


a. Is the normal supply sources being 4a 


- 


ad 


—_ 


lized 


i) 


b. Is there a valid reason for circumvesating the 


proper scurce? 


c. Have the sources of supply changed? 


a LSet Ozepe: Oiesasse Meth Cd Deing 1atLilized? 

De ismeeteGemauva Pa reason £32 CiArCcunveiting ‘he 
proper purchasing nexhei? 

Go ee mach aS2nIG mernod Bumitatzons Deing adhered =o? 


In some cases, using units have already est 
como Oe QR rhe) Conc rols, nmecessi 
GQ 27200.53 “Leur deneraeiizei review 
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2 what works today may fail tomcerrow. 
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Veena AND CONCLUSIONS 


Mee SUMMARY 


= ~ - ~~ la ae =a = Ps a ae 9 — 2 ee = 
eee = e-PCt Of an inadeocracse systen, 222 adjective o£ 
= 2-—clUmO -€_ — — 4 - _ -—-- 4 ~ = a Aa = * 
fami ct batiVe COLero1S SaaS Ievecied 25 ths Palin dipectian 


@e this thesis. 


P@em@iae 2 Syscem Of [niernal Conursis explorei three aspects 
item loect WDOn tie Hevois=ics of systemecevelopment. rhe 
Meoke cf che cCnepze> Was a SUMMATAZStLon sf GaeveLloocnenc 
SBequirements, i =echniques and iaplanenteation ini maintersaace 


mons S OWN SYStem Of intethal coatrols. 


when develop 


aur 


e 
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a | 
(Dp 


I aeeet 2a, the presentation was the generalized 
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eemen  Strative certrols, with th 


oe 
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Fa 
ju 
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emphasis on the PRD 
Soeeeen> central con*rol document. Pees ow=-ChaltctsS Were 
develsped t> facilitate the decisions azaade o2 the where and 


wow <=> 


ry 


each purchase in a Simplified formac. 


Th 


(D 


final chapter was an attemot to explain the need for 
a plan +o implement and maintain a systan cf internal 
Somc rai. Me wiCeePoenteS On rcOnsSideratien shswld be given to 


the internal review process ard ths resistence to changes. 
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Boe Ce LoSLON 


RictEobymome © tne Concern £5r Curbing fraud, weste, and 
abuse has had a great impact on DID. With this resurgence 
has come renewed interest in adequate systeas of internal 
Son crals. He@wever. “he este 2tionsl controls ct "HOW" some- 

G 


(ore aoy' Ssonstni ng tus Gore. 


Mae2OnS had not been incozporatei Peo y- to-GeVy apers- 
=2 Ons. Mier ee cONTroCulicace [1S ACsOMpPLLshnent of Ehis 
Sogectlve, Zhe preposed contrels were «290% Simple and 
Bequwwe iiittle (if vy) Megat eote te rwWORN 5  -accOonds 2 Shy 
Pee Ogee tS Sivipt2=< 3c Gesign, 24 1.5 Ssligg2zsted taar all 
meerosed Cogcrois be utilized.) Aa WeVeor,. © 2e DoODe: adnet= 


Smee Ele wCOntrc!S iS Maznteinei, sutficient information 
so make viable and practical decisions should be possible. 


fiemGed=cGail: Zed cSsign is fat ffom complete. Mandatory 


maeeoc felt that further accounting contrasl developnent 
would not only be an unnecessary form of plajyiarizing, bux 
memea beti-~le the needed impact of administrative controls. 
Additionaliy, further accounting control development would 


Memroa LeSs-ricctive =~O the Purchasing Officer's authority and 
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mea vens lary On ta LOG Ing hiS control systsn to his parti- 
cular needs. Bale, With Chapter II and the applicable 
orders, he should have sufficient axplanatory information to 
GComplste a system suited to his situation while fulfilling 


all mandatory requirements. 
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